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9553,0020, subpart 32, Phvsical plant,

20. The Department agrees with Judge Lunde's and Chief Judge Harves'
finding that this definition must be clarified and amends the definition as
follows:

On page 5, line 28, delete the "." after "resident care", and insert
" e

.—and the allooated portlon of office space if the office is
located in that facility.®. Insert "," after "guidelines" on line
26, On page 5, line 30, after “offices", delete "." and add , if

those offices are not located in that facility".
9553.0030, subpart 1, item B.

32. The Department accepts Judge Lunde's recommendation that this item
needs to be clarified. However, the Department does not accept Judge
Lunde's recommendation that the words "specifically classified™ be replaced
by the words "directly identified®™, for the reasons stated in DHS comment
19. The Department wishes to clarify this item by deleting the words
"specifically classified™ (page 8, line 30) and inserting "readily assign-
able™ to make this subpart consistent with the definition of indirect cost.

9553.0030, swbpart 1, item C.

33. The Department accepts Judge Lunde's recommendation that part
9553.0030, subp. 1, item C should be rewritten to eliminate references to
personnel and salary. The Department agrees with the language recommended
by Judge Lunde and, therefore, makes the following amendments:

One page 8, lines 33 to 36, and page 9, lines 1 to 13, delete item C
in its entirety.

On page 8, beginning with line 33, insert:
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9553.,0030, subpart 1, item D.

35. Based on Judge Lunde's recommendation in comment 33, an amendment of
item D is also neceasary for consistency. Therefore, the department
amends the amendment proposed during the post hearing comment period. The
amendment should be changed as follows:

On page 9, in the first line of item D, delete "salary" and insert,
"compensation”.

9553,0030, subpart b, jtem D.

43, The Department corrects the defect identified by Judge Lunde in
item D by making the following amendment:

On page 11, line 24, insert after the word "to®, "the propertv-
related cost category of"

9553,0030, subpart 4, item E.

4y, The Department will correct the defect identified by Judge Lunde in %
item E by making the following amendment:

On page 11, lines 32 to 3%, after the words "item B¥, delete
everything, and insert “,".

9553,0039, subpart 5, jitem A, aubitem 3.

49, The Department agrees with the amendment recommended by Judge Lunde
and amends the rule as follows:

On page 14, line 11, after "the information", insert "{o bhe".

9553,0035, subpart 5, item A.

50. and 51. The department will correct the defect identified by Judge
Lunde in item A, by amending the rule as follows:

On page 14, lines 14 to 17, delete subitem (4).
Beginning on line 14, insert new subitems (%) and (5) which will
read:

facility's costa and revepues: (- e H
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On page 14, line 18, renumber the current subitem (5) to be
subitem "(6)".

9553,0035, sybpart S, item C.

54, The Department accepts the amendment to 9553.0035, swbp. 5, item C
suggested by Judge Lunde and amends this item as follows:

On page 14, lines 32 to 35, delete the first two sentences of item C
and insert:

56. The Department corrects the defect identified in part 9553.0035,
subpart 6, item A by making the following amendment:

At the bottom of page 15, after the text of subitem (5), insert
this paragraph:

Additionally, Judge Lunde recommends that in subitem (4) after
"employees receive®, the Department should delete "for their
personal use" (page 11, line 28). The department agrees and has
amended the rule accordingly.

9553,0035, svbpart 6, item B.

57. The Department partially accepts the recommendation of Judge Lunde
and makes the following amendment:

On page 16, line 6, after individuaml." at the end of suwbitem (1),
insert:
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The last phrase in Judge Lunde's recommendation was not incorporated into
this amendment because, in the department's experience with this industry,
the term "full-time"™ has proven to be too vague. For example, same
providers have reported they work full time in several facilities simul-
taneously.

9553.0035, swbpart 6, item D.

60. The Department corrects the defect identified by Judge Lunde
and makes the following amendment:

On page 16, line 24, in item D after, “"reporting year.¥, insert:

"Pavments made after the 121 - dav period are allowable ip the
reporting vear made."

9553.,0035, subpart 6, item E.
61. The Department corrects the defect identified by Judge Lunde in

item E by amending the rule as Judge Lunde suggested. Part 9553.0035,
subp, 6, item E will be deleted (page 16, lines 24 to 26).

9553,0035, subpart 7. Limitations on related organization costs.

64. The Department corrects the defect in pirt 9553.0035, subp. 7,
by making the following amendment:

On page 17, line 7, after "organizations, the", insert "allowable”.

Chief Judge Harves, also directed the Department to clarify that the
second paragraph of this item is an exception to the general rule as
stated in the first paragraph. The Departament corrects this defect

by making the following amendment:

On page 17, i:lne 3, after "profit", strike ".® and insert “except as
brovided in the following paragraph."

9553,0035, subpart 7, item C.

65. The Department corrects the defect identified by Judge Lunde in
part 9553.0035, subp. 7, item C by making the following amendment:

On page 17, line 22, after "category.®, insert: *The amount of gain
to be offset shall be determined as in part 9553.0060, subpart 1,

jtm Q "
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9553,0035, subpart 8, item B, Capitalization.

66. and 68. The Department corrects the defect identified by Chief Judge
Harves and Judge Lunde in part 9553.0035, subpart 8, item B and accepts
Judge Lunde's recammendation for clarification of item B, by making the
following amendment:

Strike the existing text of item B (page 18, lines 2 through 10),
and insert:

As the Department understands the defect identified by Chief Harves and
Judge Lunde in this item, destructive resident behavior repairs which are
permitted to be expensed by this provision should be placed in the program
cost category in order that such repairs are not limited by the maintenance
cost category limitations. The Department believes its proposed language
satisfies the defect.

9553.0035, subpart 9, item B.

70. and T1. The Department corrects the defects identified by Judge
Lunde in part 9553.0035, subp. 9, item B, by making the following amend-
ments:

On page 19, line 3, after "January 1," strike "1984", insert

On page 19, line 7, in subitem (1), after "exceed", strike "one"
and insert "2,.5".

WWW.

72. The Department corrects the defect cited by Judge Lunde in part
9553.0035, subpart 10 by making the following recommended amendment:

On page 19, lines 14 to 17, after “contributions.™, strike the
entire text of subp. 10 and insert: "Retirement contributions for
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T3. The Department corrects the defect identified in part 9553.0035,
subpart 12, items A and B by making the following recommended amendment:

In item A, page 19, line 29, after "A.", delete "One time preopen-
ing." Insert "Precpening”.
In item B, page 19, line 33, after "B." delete "One time preopen-
ing". Insert "Preopening”.

9553,0035, Subpart 18, Top management compensation.

77, 78, and 80. The Department carrects the defects identified by Judge
Lunde in part 9553.0035, subp. 14, by making the recommended amendments as
follows:

On page 20, line 12, after "items A to", strike "G"™ and insert "F". d
Delete the entire text of item A on page 20, lines 15 - 28.
Reletter items B to G accordingly.

On page 21, line 7, after " items"™, strike ™A, B, and C," and
insert "A and B.".

On page 21, line 23, after "item", strike "B,"™ insert "A".

On page 21, line 24, delete "For each full,"™ and insert "The".
On page 21, line 28, after "(1967 = 100)", delete "," and insert
"shall be used to increase"”.

On page 21, line 28, after "compensation", strike "per bed".

On page 21, line 29, insert "." after "item A" and delete the
remainder of the sentence.

9253,0035, svbpart 15, Geperal cost principles,

81. Comment 81 was mistakenly listed on page 85 of Judge Lunde's
report as a defect.

9553,0040, subpart 2., Maintenance operating coats,

93. Judge Lunde's reference to Finding 67 in Finding 93, should be a
reference to Finding 66.

Because of the amendment made in response to Finding 66, it is necessary to
amend part 9553.0040, subparts 1 and 2 as follows:

~ - 3 (
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On page 26, line 34, delete ™and".

On page 26, line 35, delete "." and insert "; and".

On page 26, after line 35, insert "K, _repairs pecessitated solely
m_mmuumum_m;manu

On page 27, line 28, after "part 9553.0035", insert ", subpart 8,
except as ipn subpart 1, item K;".

9553,0040, subpart 3, jtem P,

97. The Department corrects the defect identified by Judge Lunde in
part 9553.0040, subpart 3, item P by making the following amendment:

On page 28, lines 34 and 35, delete the entire text of item P and
reletter the subsequent items in this subpart accordingly.

On page 30, in the amendment proposed by the Department in the post
hearing coamment period:

In item C, after "insurance;" strike ®"and™.
In item D, after *insurance™, strike *." and insert “; anqg".

Insert the following phrase: "E, The portion of preopening
gosts amortized as in part 9553.0035, subpart 12, item B."

9553,0041, subpart 1, Required cost reports.

102. The Department agrees with the recommendation of Judge Lunde and
amends part 9553.0041, subpart 1 as follows:

On page 30, line 7, after "no later than®, delete "March 31" and
insert "April 30°".

9553.0041, subpart 2. Required information,

103. The Department corrects the defect identified by Judge Lunde in
part 9553.0035, subpart 7, item C, by making the following amendment:

On page 31, line 2, after "changes in financial position,™, delete
"appropriate®,

On page 31, line 3, after "notes to the financial statements",
delete ",any applicable®™, insert "apd".

On page 31, line 4, after "information®, insert "as reguired

The Department intended, as Judge Lunde indicated, that notes and supple-
mental information required be only those required of an audit conducted in
accordance with generally accepted auditing standards, and amends this item

to clarify this matter.
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9553,0041, subpart 2, item K.

105. The Department corrects the defect identified in item K by making
the following amendment:

On page 32, line 10, after ®"part 9553.0040.%, insert "The charts
must contain the information specified in the cost report form.".

9553.0041, subpart 3, Supplemental reports.

106, The Department corrects the defect identified in part 9553.0041,
subp. 3, item K, by making the following amendment:

On page 33, line 10, after “"changes in financial position®, delete
rappropriate®, After "notes to the financial statement™ delete

w any applicable®,

On pege 33, line 11, after "supplemental information®, delete "."

and insert, "as required of an audit copducted in accordance with
generally accepted auditing standards.™.

The Department also accepts the recommendation made by Judge Lunde and
amends item A as follows:

On .page 33, line 7, after "for that entity.v, delete "Financial®™ and
insert, "The commissioner mav also require that the financial®.

On page 33, line 8, after "statements”, delete "must®™,

9553,0041, subpart 8, item B.

113. and 113. The Departaent accepts the recommendation suggested by Judge
Lunde and amends item B as follows:

On page 34, line 28, delete "additional®™ and insert "supplemental™.
After "information®, delete "necessary to support the payment rate

request®. Insert, "accordipg to swbpart 3."

The Department corrects the defect identified by Judge Lunde and Chief
Judge Harves by making the following amendment as suggested by Chief Judge
Harves: '

Delete lines 32 to 35 on page 3.
On page 34, line 36, delete "manner.". Replace the deleted sentence

by inserting:

"Ihe commissioner ahall extend this time If the facility submits
awritten reguest and if the extension of time will not prevent
he commissionpe @ establishinz rates i 2ol aanmep, ® S 26 7€
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The Department corrects the defect identified by Judge Lunde in item B by
making the following amendments:

On page 34, line 36, after "manner.", insert "Except as provided
in jtem C.", delete "Failure" and insert "fajilure".

On page 35, line 4, after "subpart 10.", insert "Except as provided
in item C,". Delete "Failure™ and insert "failure”.

On page 35, line 10, insert item C:
n

Since the 20% penalty will not be imposed when a lessor fails to provide
the information on the cost and debt of assets in an arms-length lease
agreement, the Department believes that clarification of part 9553.0060,
subp. 7 is also necesmary. The proposed change is necessary because, if
the Department cannot obtain the lessor's asset information, the Department
would then have to disallow the arms-length lease cost [part 9553.0060,
subp. 7, item C, subitem (2)] without the replacement of that cost with the
lessor's depreciation and interest costs. This disallowance would impose a
significant financial penalty on the provider which would be contrary to
the intent of Judge Lunde's finding. In order to correct this problem, the
Department proposes that arms-length physical plant leases be allowed and
makes the following amendments:

In part 9553.0060, subp. 7, item C, on page 58, lines 16 and 17,
delete "incurred under agreements entered into after Deceaber 31,

1983,".

On page 58, line 18, delete "disallowed™ and insert, “allowed
subjeot to the limitatiopns in item E".

On page 58, line 19, delete "Arms-length leases®, and insert
“mm' %

In item D, on page 58, line 28, after "for®, insert "non arms-
dength".

On page 58, line 29, after "Subitem (1) or", delete "(2)", and
insert "(3)".

In item E on page 59, line 2, after "subitems", insert "(2),".
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118. The Department corrects the defect identified in item C by making
the following amendment:

On page 36, line 4, after "inadequacy is", delete "not".

9553,0050, subpart 1, Establishment of allowable historiocal operating
gosts per diem, item A, subitem (1), umit (f).

127. The Department corrects the defect in 9553.0050, subp. 1, item A,
subitem (1), unit (f) (located in Attachment II between pages 40 and
41) in the DHS amendment proposed in the post hearing comment period
by making the following recommended amendment:

In unit (f), after "facility's licensed beds.", delete "The
commissioner may recompute the limit in this unit once within a s
five-year period."

9553,0050, subpart 1, item A (2).

129. Judge Lunde suggested the Department consider placing the cost of
accountant services outside the limitation for 1986. Rather than make the
changes suggested by Judge Lunde, the Department addresses this problem in
a forthcoming bulletin which states that any facility whose reporting year
ends during 1985 may file only the cost report required by this permanent

rule, The Department believes that this procedure is cost effective for
providers and the state since it will reduce administrative expenses.

9553,0050, subpart 1, item A, suybjtem (2).

131. Judge Lunde's interpretation of the department's intent in part
9553.0050, subpart 1, item A, subitem (2) is correct.

Further, the Department clarifies that the part cited in the amendment to
subitem (2) proposed in the post hearing comment period is "part
9553.0040" and that the word "and" in that amendment should be followed by
the word "hbe". This number is blurred on scme copies of the rule,
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